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{| Industry has been given the most difh- 
cult assignment in its history—that of 
providing the nation with arms so that it 
may defend itself in a war-torn world. 
The public and our political leaders have 
confidence in the ability of American in- 
dustry to perform the job, and industry 
itself also believes that it will not muff 
the assignment—not if given assistance 
and encouragement. 

q Nevertheless, in the back of many ex- 
ecutive minds there are not a few per- 
plexities and misgivings. I have seen 
them reflected in the correspondence from 
the executives who have written to the 
AMA in recent weeks and I have heard 
them expressed by men from industries 
in various parts of the country. 

{| Some of the points that have been 
brought up are the following. They are 
mentioned here for any use they may be 
to companies who wish to “check-list”’ 
themselves for soine of the contingen- 
cies that will develop in the future. 

{| Public Impatience: Some executives 
foresee the very confidence the public is 
now placing in industry turning into a 
boomerang in 10 or 12 months. The pub- 
lic has a poor notion of the magnitude 
of industry’s task. They think that it is 
largely a matter of pushing buttons to 
get planes from assembly lines that turn 
out automobiles and tanks from factories 
that have been manufacturing office safes. 
As a matter of fact, in 1917 we were 
able to produce some small quantities of 
munitions only after nine months of in- 
tensive effort. At that time we had the 
advantage of having been producing mu- 
nitions for the Allies on a large scale for 
two and one-half years, We also had the 
advantage of having the added pressure 
caused by our own actual participation in 
the conflict. It is doubtful whether our 
present superior productive equipment 
and better industrial organization will 
outweigh the earlier advantages. There 
is grave likelihood that severe criticisms 
will be heard and the charge will be 
made that there is improper coordination 
between industry and government. One 
can easily see that public dissatisfaction 
could lead the way to extremes of author- 
itarianism and other evils. 

{| Labor’s Rights: Labor is one of the 
three key elements in the picture; the 
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other two are government and manage- 














ment. If the government and manage- 
agement start the program by announcing 
what concessions labor w#/l not make, 
they are providing the first stumbling 
block in the program's path. The exigen- 
cies of the times are going to require 
concessions from everybody, labor in- 
cluded. Management does not want to 
see a wholesale deterioration of industrial 
relations, and management will fight to 
prevent this because such a condition 
would cost more eventually than any tem- 
porary gains it might bring. 
{| Skilled Personnel: Most personnel 
executives believe that within the ranks 
of industry there is enough skilled labor 
to answer their present needs, and that 
this situation can be handled, provided 
there is proper coordination of training. 
The immediate problem will be that of 
getting skilled men into those places 
where they are most needed. The trans- 
fer of such men from non-essential to 
essential industries will be necessary. It 
will be important that seniority rights are 
maintained through furlough arrange- 
ments. 
§] Executive Personnel: The greatest 
personnel problem, and the least talked 
about, will be the heavy burden that will 
be thrust upon executive and supervisory 
personnel who will have to spread them- 
selves thinner and thinner to cover the 
expanded ranks. Executive talent of a 
high order is going to be called for, and 
high-calibred men may be at a premium 
before we see the end of this thing. Fore- 
men-training programs that have been 
carried out in the past years will pay big 
dividends now. 
{| Efficiency of Management: Com- 
panies that have a good management rec- 
ord and whose industrial relations repu- 
tation is good are in a far better position 
than those not having such advantages. 
The government will no doubt favor con- 
tracts to those firms whose good labor 
relations hold the least possibility of in- 
terference with productive processes. 
{| Plant Expansion: At the end of the 
last war management found that it went 
too far on plant extensions. Now it is 
asking who is going to underwrite plants 
constructed to make munitions. Will such 
plants be tax-free? What depreciation 
and amortization agreements are going to 
(Continued on back page) 
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BUSINESS 
OUTLOOK 


Spring Recovery Extending 
Itself into Summer 





The rise in business that first plainly 
evidenced itself in May has continued ig 
June. While the upward movement is in 
some places heralded as a boom, spotti- 
ness in some sections of the Picture as yet 
prevent it from even being called 
“boomlet.” For while the steel industry 
is operating well above 80 per cent of 
capacity, the lighter lines, such as textiles 
and leather, are still somewhat depressed, 
This is the current picture of business as 
indicated by the summaries on the inside 
pages of this LETTER. 

One of the most encouraging factors in 
the situation is that the recovery has been 
largely generated without the stimulation 
of the defense program. This has not as 
yet made itself felt to any considerable 
extent. That it will lend strong impetus 
to the established trend is almost certain, 


Consumer Incomes Increase 


A further encouraging development is 
the rise that is occurring in consumer in- 
come ‘payments, such as, wages, salaries, 
dividends, interest, profits, and the like. 
It is believed that when consumers begin 
to spend this money they will give sup- 
port to thai part of business which espe- 
cially needs it—namely, the lighter indus- 
tries. To have the proper balance, the 
recovery needs this broadening. 

Although much of the caution that 
characterized business sentiment during 
past months has disappeared, there is still 
some uncertainty among those who are 
responsible for important commitments. 
It is plain that no matter what the basic 
condition of domestic business, it ulti- 
mately will be profoundly affected by the 
turn that the war may take. The situation 
is an abnormal one; it is filled with un- 
predictable elements that make the best 
information on which to make a decision 
not good enough. On the question of an 
early peace, most observers feel that while 
it would prove temporarily unsettling, 
the situation would be cushioned by out 
own defense program and by the ulti- 
mate reassertion of the recovery factors 
that made their appearance this Spring. 
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Business Week 





The fact that business has not been able to 
operate at a profitable level with a war in 
progress is indicative of unsound fundamental 
conditions which would tend to have a very 
depressing effect in case of the removal of the 
support now provided by the war (June 15). 





Money and 
Credit 


Security 
Markets 





Production 


Imports of gold into the United States during 
the week ended June 8 reached the record high 
amount of $532,000,000; excess reserves of 
member banks rose to a new high of $6,530,- 
000,000 (June 15). 


The boom ingredients that were momentarily 
touched off last Fall just after war broke out in 
Europe are still present, and in fact are being 
augmented by the defense program; the rapidity 
of events has galvanized all major groups into 
cooperating for the single purpose of expansion; 
the uptrend should carry far (June 15). 


Even if the Allies are forced to surret 
which is not in the immediate offing, this c 
try’s arms program will carry on; with 
heavy industries operating at high levels, 
difficult to conceive of any serious busines: 
lapse; it is probably unwise to discount the 
rent recovery too sharply (June 15). 





Besides the industrial genius, the raw mate- 
rials, and the labor supply, the country also 
possesses a superabundance of money and credit 


resources for an era of expansion (June 15). 





There is no indication of a change in the 
major direction of the market which still has 
the attributes of a major bear market; the action 
of the market on the next decline will be of 
significance, for a failure to break previous 
lows now would be indicative of considerable 
underlying strength (June 20). 


The speed with which the industrial averages 
rose more than ten points from the low in the 
past week confirms the view that the market has 
been oversold; rarely have stock prices looked 
as cheap relative to business volume and earn- 
ings as they do now (June 15). 





Actual output of steel has continued to rise for 
the seventh consecutive week to 84.6% of capac- 
ity, the highest rate of output since the middle 
of January; the low level of the normal demand, 
however, suggests that the present rally in steel 
output cannot be indefinitely sustained although 
a pronounced setback is questionable (June 15). 





Distribution 


Department store sales during the week ended 
June 1 were 9% smaller than a year ago; Gen- 
eral Motors reports that sales of autos to con- 
sumers declined from 183,481 units in April to 
165,820 in May, but that May was larger than 
in the corresponding month a year ago (June 
£5). 





Construction 


Agriculture 





The government’s June crop report forecasts 
a winter wheat yield of 489,000,000 bushels as 
against 563,000,000 bushels last year and a 
spring wheat crop of 239,000,000 as against last 
year's harvest of 192,000,000 bushels (June 15). 








Foreign Trade 
and 
Conditions 








It is apparent that inventories at the present 
time are exceptionally heavy when measured by 
peacetime standards; the accumulations have been 
stimulated by the belief that the war foreshad- 
owed a rise in commodity prices as a result of 
inflation; an end of the war in the near future 
would be highly unsettling (June 15). 





The increase in employment from February to 
March was more than offset by a reduction in 
April; the number of persons employed declined 
from 41,734,000 in March to 41,605,000 in 
April, the smallest number since last August, 
the month prior to the outbreak of the war 
(June 15). 





The value of merchandise exported from the 
United States declined in April to the smallest 
1mount since last November; despite this de- 
cline exports in April were 40.2% larger than 
: the corresponding month last year (June 8). 





At the recent rate of gain, only a few more 
weeks would be needed to boost operations in 
the steel industry to the peak reached in the 
first war boomlet last Fall; some districts are 
already approaching their capacity to produce 
ingots (June 15). 


_ There are signs, especially the upward t 
in construction, that there is an increased 
ingness of private capital to go to work, at 
all fits into the general prospect for expansi 
especially since the expansion is virtually | 
underwritten by the government’s arms € 
(June 15). 





Stock prices have staged a vigorous reco 
the ease with which the market rose would 
to bear out the statement made some time 
that “stocks have declined to a point v 
prices more than discount the possibilitie 
peace.” Investors buy heavy industry shares 
dicating faith in domestic business (June 





So far the main load in the present bus 
upswing has been carried by heavy indust 
but there’s a good omen for the lighter lin 
last month’s slight upturn in consumer in 
payments; goods such as textiles and le 
need strength to get a nice balance in the | 
omy (June 15). 





Progress in construction and other capital 
goods industries caused by the defense program 
will cause new demand for autos, houses, elec- 
trical refrigerators, radios, etc.; merchants and 
dealers with low stocks will be forced to order 
new goods (June 15). 


The increasing payrolls should be reflect 
the volume of goods moving over retail « 
ters; department store sales have been or 
decline since December, a reversal of 
would have excellent effect on the outpr 
such products as: clothes, shoes, cotton « 
etc. (June 15). 





Building contracts in May were 51.5 below 
the 1928 peak; however, residential building has 
been reviving in recent years, and with the 
bottlenecks of the defense program calling for 
the erection of new factories, construction in 
general should join the upswing (June 15). 











No longer will government, business, and labor 
think in terms of adjusting to an economy that 
has no future expansion; today the emphasis 
has been completely reversed, and the problem 
now is to train men for skills in producing both 
war goods and peace-time products (June 15). 





In the event of an early peace and the abrupt 
ending of Allied orders, our defense program 
would help to cushion a readjustment; the 
speed of our arming could, and would, then be 
quickened (June 15). 





Good strength has been shown in the res 
tial building field in the last few weeks, 
factory and commercial building contracts 
tinued to enlarge their gains as compared 
1939. Another good sign is that private c 
is bearing the brunt of the building b 
(June 15). 





- 


The Department of Agriculture figures 
there will be about 200,000,000 bushels o 
wheat on hand when the new crop com 
market; adding that to the year’s crop, 
supply would be over 1,000,000,000 bust 
and the export outlook is not rosy (June 





The closing down of the Mediterranean c 
soaring quotations for products like tin anc 
ber; hope was brought for higher price: 
better profits for American producers of o1 
other goods that originate in Allied source 
yond the Mediterranean (June 15). 





Industries that may handle defense orde 
showing anxiety to check on their alier 
ployees and are encouraging them to b 
naturalized; in Detroit in the last 10 days 
have been 10,000 registrations for first an 
ond papers, plus 25,000 inquiries (June 1 
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June has seen a continuation of the rise which 
began in May; although there is still much spotti- 
ness in the picture, the upswing has gained mo- 
mentum, particularly in heavy industry; retail 
trade is responding buoyantly to favorable 
weather conditions (July). 


Cleveland Trust Company 


National City Bank 





Neither exports of war materials nor the do- 
mestic production of munitions has so far con- 
tributed in any important degree to the upturn 
in industrial production now under way; never- 
theless, expansion of war materials production 
will be an important factor in coming months 
(June 15). 


The pessimistic interpretation of the effect on 
this country of a German victory is that it would 
deal a blow to business through elimination of 
Allied war orders, a setback to our neutral trade, 
and declines in commodity prices where they are 
supported by war factors, probably with accom- 
panying inventory liquidation (June). 
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Bank clearings (22 cities) totaled $24,149,901 
in May, the highest since December and 8.8% 
above last May; the adjusted Insolvency Index 
(Failures) declined to 65.8 in May, the first 
month-to-month decrease so far this year (July). 


Money conditions here continue extremely 
easy, with excess bank reserves at a new peak 
under the influence of gold imports, and, except 
for the readjustment of bond yields, there has 
been no appreciable firming of interest rates 
generally (June). 





igorous recovery; 
rose would seem 
e some time ago 
) a point where 
2 possibilities of 
dustry shares, in- 
iness (June 15). 


Stock markets show less activity and more 
stability, after the excited liquidation of mid- 
May; the Dow-Jones industrial average recorded 
a moderate advance in the second week of June, 
which recovered about one-quarter of the loss in 
preceding weeks (July). 


The declines in security prices are not justified 
by actual or prospective declines in the earning 
power of corporations; the declines have clearly 
been caused by the desires of investors to secure 
liquid funds (June 15). 


Market values of the investments of many 
people have been marked down, and experience 
has shown that their experience and willingness 
to spend are reduced by such violent declines; 
anxiety is widespread, and caution in buying 
and going ahead with business projects is natu- 
ral (June). 
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A contra-seasonal increase in production of 
steel and other capital goods is rapidly lifting 
the level of activity in industry; production as 
recorded by the FRB adjusted index (which does 
not include directly aircraft and machine tools) 
probably by mid-June has risen 10% over the 
April low (July). 


The Cleveland Trust index of the physical 
volume of production stood last December at 
only 5.5% below the computed normal level; it 
then declined rapidly until it was 25.3% below 
in April; now a recovery has begun and the 
preliminary figure for May is 23.2% below nor- 
mal (June 15). 


Due mainly to the rise in steel, the Federal 
Reserve Board’s index of production has turned 
upward; preliminary figures leave little doubt 
that for May and June it will be substantially 
above the April level of 102. The steel industry 
has moved ahead almost as sharply as the shares 
of steel companies have declined (June). 
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building burden 


Retail trade made a strong showing in the 
first half of June, with lower and medium-price 
goods especially active; the FRB seasonally ad- 
justed index of department store sales declined 
to 87 in May from 89 in April; the Dun’s Re- 
view trade barometer was 89.7 in April, 95.4 in 
March (July). 





Continued brisk activity in residential building 
and the beginning of an expansion in industrial 
construction are favorable developments in this 
field; permits issued during May amounted to 
$126,340,748, the largest total in about two 
years and 13.3% greater than in May, 1939, 


(july). 





Iture figures that 
)0 bushels of old 
w crop comes to 
year’s crop, total 
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rosy (June 15). 


At present there are unusually large inven- 
tories of both new and used automobiles in the 
hands of dealers; the output of the automobile 
industry has reached its peak for the present 
year (June 15). 








Retail trade is reported slower in some sec- 
tions but has run steadily above a year ago and 
well in line with earlier months this year; busi- 
ness in textiles and leather has been slowed 
down by market developments, and in the whole- 
sale merchandise markets buyers are not doing 
much (June). 





Building contract awards in the first half of 
May were slightly better than in April and the 
same period a year ago; this is the first period 
since December that building has run above the 
comparable figures of the previous year; the gain 
is in residential building (June). 





The sharp drop in wheat prices was caused by 
the fact that a speculative position had been 
built up since last Fall, based on poor crop 
prospects here and in Europe and on the theory 
that war operations would diminish supplies 


(june). 
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Trading has opened up slightly, particularly 
in metal and textile markets; this brought about 
a firmer trend in prices during the second week 
of June, the Daily Wholesale Price Index mov- 
ing to 116.74 on June 15, compared with a 1940 
low of 114.76 on June 5 (July). 


The drop in commodity prices was contrary to 
the expectations of many people who had be- 
lieved that intensification of the war would 
strengthen markets further; however, Holland 
and Belgium were important buyers of some 
commodities. From May 7 to May 29 the index 
of 28 commodities dropped 7.2% (June). 











It is an astonishing fact that our exports dur- 
ing the past three years have been greater in 
amount than those of the three years of the World 
War when they were at their highest level. But 
despite these increases, the shipments did not rep- 
resent as large a percentage of our capacity to 
produce as they had in the war period (June 15). 





The shifts in international trade caused by the 
war will be widespread; the Low Countries alone 
took $98,000,000 in American goods in the first 
six months of the war; some two-thirds of our 
foreign trade is now under the influence of 
war (June). 
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THREE OF AMA’S NEW DIVISIONAL VICE PRESIDENTS 





W. A. SULLIVAN 


Recently elected head of AMA's rapidly 
growing Insurance Division is W. A. 
Sullivan, Manager of the Insurance De- 
partment of the Central Office of the 
Loose-Wiles Biscuit Company. Mr. Sul- 
livan succeeds Ralph H. Blanchard of the 
School of Business, Columbia University. 
Mr. Sullivan is one of the deans of the 
insurance-buying profession and is familiar 
with all aspects of insurance administra- 
tion, having worked-both as an underwriter 
and a buyer. 

The first 10 years of his career were 
spent working for insurance companies, 
and for the last 12 years he has been in 
his present capacity. Throughout this 
period he has been a keen student of in- 
surance in all its ramifications. He has 
always felt that both the buyers and sell- 
ers of insurance should be more enlight- 
ened on their common problems and 
should work more for the benefit of all 
concerned. To accomplish this objective, 
he was one of the organizers and the first 
Chairman of the Insurance Buyers of the 
Associated Industries of Missouri. Mr. 
Sullivan also lectures to the young people 
in the Kansas City area who are employed 
in insurance offices. His course follows 
the training recommended by the Insurance 
Institute of America. 





Office Management Sessions 
Planned for October in N. Y. 


The AMA Office Management Confer- 
ence, the first of the Association’s divi- 
sional meetings this Autumn, will be held 
in New York City at the Hotel Roosevelt 
in October, it has been announced by 
Norman C. Firth, managing editor of 
Dun's Review and vice president in charge 
of the Division. 

In preparation for the meeting, ques- 
tionnaires have been sent to all members 





H. R. CHAPMAN 


H. R. Chapman, vigorous and genial 
vice president of the New England Con- 
fectionery Company of Cambridge, Mas- 
sachusetts, will be the executive in charge 
of AMA’s Consumer Marketing Division 
for the next year. Mr. Chapman will 
“spark” the sales management interests of 
AMA in cooperation with E. O. Shreve, 
Vice President of the General Electric 
Company, who heads the Association’s 
Industrial Marketing Division. These 
two Divisions of the AMA work jointly 
in their activities and hold their annual 
conference as one meeting. 

One of the country’s most seasoned of 
sales executives, Mr. Chapman during his 
career has worked as a salesman, sales 
supervisor, assistant sales manager and 
general sales manager, and now is in 
charge of the marketing activities of his 
company. Mr, Chapman will be remem- 
bered for his paper that he gave at the 
Association’s last Marketing Conference 
in the Spring of 1940. It was outstand- 
ing because of the complete picture it 
gave of the bearing of sales activities on 
a concern’s financial status. 





of the Office Management Division. Mr. 
Firth and his committee are making a 
special effort to obtain the views of all 
executives in the Association having office 
management responsibilities so that it can 
be determined just what subjects the ses- 
sion should cover and which subjects 
should get special emphasis. The ques- 
tionnaire is so comprehensive and itemizes 
in such detail the various problems of 
office managers that it has attracted wide 
attention. Members of the Office Man- 
agement Division are urged to send in 
their questionnaires as promptly as they 
can, and if they desire additional copies 
to give to others in their organization they 
can obtain them by writing to AMA 
headquarters. 





D. F. CARPENTER 


The AMA Production Division will be 
led in 1940 and 1941 by Donald F. 
Carpenter, Director of Manufacture for the 
Remington Arms Company, Inc., Bridge- 
port, Connecticut. 

He is a keen student of management 
and has had broad experience in manu- 
facturing work. He served his appren- 
ticeship for two years at the du Pont Com- 
pany in Arlington, New Jersey, after 
graduating as a mechanical engineer from 
M.I.T. For three years he was vice presi- 
dent and general manager of the B. G. 
Carpenter Company, a small concern 
doing job work in fabricated sheet steel. 
For four years after that he was Works 
Manager of the du Pont Viscoloid Com- 
pany at Leominster, Massachusetts, and 
for three years was general manager of 
the Pyralin Products Department of the 
du Pont Viscoloid Company. 


Packaging Awards To Be 
Suspended This Year 


The Irwin D. Wolf Awards for Dis- 
tinctive Merit in Packaging, a feature of 
the Annual AMA Packaging, Packing and 
Shipping Exposition and Conference, will 
not be held in connection with the next 
Exposition, scheduled for Chicago in 
March, 1941. 

President Dodd of the AMA has an- 
nounced that the Awards are to be sus- 
pended, pending a study to determine how 
they should be revised to meet more ade- 
quately the newer phases of packaging in 
the future. 

“The Association believes,” he said, 
“that the Awards should be suspended 
and perhaps modified from their present 
form. We shall seek a plan by which they 
may enter upon a new and revitalized 
role.” 


